THE AGE OF MACHINERY
industry, which formerly had been par excellence an export
industry since the home market absorbed only one-fourth
of its production of cloth. Here also the number of workers
diminished by one-third (namely, two hundred thousand),
and the export of cotton piece goods was reduced to about
one-quarter. The growth of the Indian cotton industry
under the protection of a tariff (3^ per cent, ad valorem 1914
and 25 per cent. 1933) deprived Lancashire of its largest
oversea customer; and the severity of Japan's competition may
be gauged from the fact that eventually her exports exceeded
our own by nearly 50 per cent. The consequent redundancy
of spindles and looms raised an acute problem of surplus
productive capacity. The protracted delay in securing
agreement to schemes of reorganization was mainly the
sequel of financial inflation during the boom of 1920, which
left a legacy of over-capitalization (in many concerns the
nominal value of the share capital was trebled) and heavy
debt charges.
The difficulties of the shipbuilding industry were created
by the transition from a war to a peace economy. Its yards
had been enlarged to meet war-time needs; while other
powers too, especially the United States, built ships.
After the war the rise in freights led to an increase of one-
third in total world tonnage: the subsequent drop in freights
lessened the demand for new merchant vessels. Both the
number of workers in the shipbuilding industry, and the
tonnage of merchant vessels built in its yards, diminished
ultimately by almost one-half. As a result the United King-
dom owned only one-fourth of world shipping instead of
two-fifths; it built for foreign owners only one twenty-
fifth of its total output instead of one-fifth; it launched
only one-third of the world mercantile marine instead of
three-fifths. In addition disarmament meant fewer warships,
and these had been responsible for a considerable proportion
of our pre-war tonnage. Thus the productive capacity of the
shipbuilding industry was in excess of peace-time require-
ments. The situation was worsened in the thirties by
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